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Abstract
Sub Saharan African countries face challenges of massive poverty, lower economic 
growth, huge international migration, epidemic diseases, low levels of education and health etc. 
Governments of Sub Saharan African states do not have adequate finance to battle these 
challenges successfully. Hence, billions of dollars in the form of foreign aid have been 
transferred to solve the massive challenges. The objective of this study is to examine the impact 
of Official Development Assistance (ODA) on Human Development Index (HDI) in 45 Sub 
Saharan African Countries from 2000 up to 2014. The hypothesis that Official Development 
Assistance (ODA) has positive significant impact on Human Development Assistance (HDI) has 
been tested using Ordinary Least Square Regressions (OLS). The result shows ODA has no 
significant positive impact on HDI. However, the finding of the study show net GDP, Institutions 
measured by CPIA and personal remittances has significant positive effect on HDI, while 
population growth, military expenditure as percentage of GDP and CO2 emissions has 
significant negative effect on HDI.
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Chapter 1: Introduction
1.1) Introduction 
Improving the life standards of African people by speeding the African development is 
one of the biggest challenges of our times. Every year billions of dollars have been transferred 
from Developed countries to Sub Saharan African countries to solve capital deficiency. Many 
economists argue unlike the marshal plan which incredibly improved the European countries 
economy by increasing capital formation, foreign aid in Africa has not played significant role in 
solving the shortage of capital deficiency and alleviating poverty (Chenery & Strout, 1965)
According to the Millennium Development Goal report 2015 Sub Sahara Africa has 
shown remarkable progress in achieving MDGs. However, the region still faces tremendous 
challenges such as rapid growth of population, high levels of poverty and conflicts. Even though 
Sub Saharan African showed impressive progress in poverty reduction since 1990s, the region 
still lags far behind the other regions (MDGs 2015 Report). Currently 75% of the world’s poorest 
people live in Africa (The Borgen Project 2015). More than 40% of the population in Sub 
Saharan African still lives in extreme poverty less than $1.25 a day. Sub Sahara Africa remains 
with the highest prevalence of undernourishment (MDGs 2015 Report). Moreover, currently Sub 
Sahara Africa has the world’s highest child mortality rate, Maternal Mortality rate, highest 
illiteracy rate and HIV infection rate (MDGs, 2016). Out of the global population who live 
without clean water, 37% live in Sub Sahara Africa and 38% of the world’s refugees are located 
in Africa due to continuing violence, conflict and widespread human rights violation (The 
Borgen Project 2015). This statistics reflect the extent of low human development in Sub 
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Saharan African Countries. A low level of human development indicates the standards of living 
of the Sub Saharan countries are poor. 
Billions of dollars have been transferred to Sub Saharan African in the form of Official 
Development Assistance. ODA “consists of disbursements of loans made on concessional terms 
(net of repayments of principal) and grants by official agencies of the members of the
Development Assistance Committee (DAC), by multilateral institutions, and by non-DAC 
countries to promote economic development and welfare in countries and territories in the DAC 
list of ODA recipients” (World Bank, 2013). 
Both donor and recipient countries doubt and question the significance of foreign aid on
economic growth in general and on poverty reduction in particular. For this reason several 
studies have been conducted to testify the effectiveness of foreign aid on economic growth in 
developing countries in general and in Sub Saharan African Countries in particular, however, the 
result was mixed. Some studies show aid has positive impact on economic growth while the 
others concluded it has negative or no impact on economic growth. For example, Papanek (1973), 
Dowling and Hiemenz (1982), Gupta and Islam (1983), Hansen and Tarp (2000), Burnside and 
Dollar (2000), Gomanee, et al. (2003), Dalgaard et al. (2004), and Karras (2006), discovered
proof for positive impact of foreign aid on growth. On the contarary Burnside and Dollar (2000) 
and Brautigam and Knack (2004) come across evidence for negative impact of foreign aid and 
growth, while Mosley (1980), Mosley, et al. (1987), Boone (1996), and Jensen and Paldam 
(2003) found proof to propose that aid has no impact on growth.
Measuring the impact of ODA on economic growth is not a good indicator of 
development. Because, economic growth is a single indicator, it does not show the life quality of 
the population. It should be remembered that growth is a means to an end, but, not an end in its 
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own. As Amartya Sen notes, “Without ignoring the importance of economic growth, we must 
look beyond it” (Sen, 1999).
The United Nations Development Program developed a measure for aggregate human 
wellbeing improvement which is called Human Development Index (HDI) (UNDP, 2010). HDI 
is a composite measure of education index, health index and income index (UNDP 2010). 
Therefore, HDI is the most comprehensive measurement of countries development both for 
social and economic progress. It is therefore, important to evaluate the impact of foreign aid on 
Human Development Index (HDI) to capture the overall progress of countries development (Sen, 
1999).
Hence, this paper used UNDP measurement of Human Development Index as a proxy for 
development. Over the past few decades a considerable research has been conducted in Sub 
Saharan African. However, only few studies tried to look the impact of ODA on HDI in Sub 
Saharan African region. Therefore, this paper focused to study the impact of ODA in Sub 
Saharan African region. Sub Saharan African region is one of the poorest regions which are 
highly affected by conflict, drought, disease and migration. Billons of dollar have been 
transferred to overcome the conflict, drought, disease, migration and economic development 
since the start of foreign aid to the region (World Bank 2015).  Despite the huge transfer of 
foreign aid the region still lags far behind any region in the world. Therefore, it is important to 
make an evaluation if ODA has a positive impact on Human Development Index in Sub Saharan 
African region.
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1.2) Purpose of the study:
The purpose of this thesis is to evaluate the impact of official development assistance
(ODA) on human development index (HDI) in the Sub Saharan African from the year 2000 up to 
2014. Given ODAs effect on the Millennium Development Goals and other international 
development goals, the effectiveness of official development assistance on improving economic 
growth as a general and on human development index in a particular has been in a serious debate 
in the past three decade (OECD 2014). The efficiency of ODA is usually measured by its impact 
on GDP growth. However, it has been found that measuring the overall life improvement of 
citizen’s needs comprehensive measures of wellbeing’s (Sen, 1999)
Therefore the objective of this study is to evaluate ODA impact on HDI (health, 
education and income) in Sub Saharan African region of forty five countries. Moreover this 
paper specifically focuses to see the impact of the ODA on HDI from the year 2000 till 2014 
(after the MDGs) to evaluate if MDGs has impact on HDI.
1.3) Statement of the Problem 
The objective of ODA is to improve the life standards of people of the developing 
countries, different forms of foreign aid like program aid, project aid, emergency relief; technical 
assistance etc has been transferring from developed countries to the developing countries starting 
from the 1960s. Though few studies have studied the impact of ODA on HDI, no study has 
tested after the MDGs. Therefore, the objective of this study is to test whether ODA has positive 
contribution on HDI after MDGs. More over Sub Saharan African region is known for high 
international illegal migration, famine, disease and conflicts. This shows us the life standard of 
the people in Sub Saharan African is still at its low level. Hence, it is very important to conduct a 
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research on the impact of ODA on human development index, the drawbacks and strengthens of 
ODA, future potential inflow of ODA to the region and identifies the necessary mechanisms 
needed to be set by the recipient government and the donor in order to improve the HDI in the 
Sub Saharan African region.
1.4) Importance of the study:
By evaluating the impact of ODA on HDI in Sub Saharan African region and analyzing 
its limitations and strengthens the result of this paper may serve as a reference for future policy 
makers in improving human development index and economic development. Moreover, the 
study might be used as a reference for future study.
1.5) Organization of the study:
The research paper is organized as follows. The first chapter includes the introduction 
part of thesis, the second chapter reviews relevant literature in regards to ODA, economic growth 
and HDI. The third chapter discusses the hypothesis development. Chapter four delineates the 
methodological approach. In chapter five data analysis and findings will be discussed based on 
empirical results. Finally the sixth chapter will exhibit the conclusion and policy 
recommendation of the study.
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Chapter 2: Literature Review
 
2.1) Foreign Aid and Economic Growth Literature Review
The aid effectiveness literature can be grouped in to three parts. The first part spans from 
the start of Marshal Plan 1945s to 1950s, the aim of the aid was to reconstruct Europe, Japan and 
win the cold war. European countries recovered quickly from the war turn economy and showed 
significant economic progress (United States Agency for International Development, 1961).
In 1960s, the purpose of the foreign aid was for the development of the south (developing
countries) especially in infrastructure development. Both of the above literatures were directed 
by the Harror-Domar growth theory, in which saving was considered the major driving force of 
the economy by increasing investment and thereby growth (Hansen and Tarp, 2000). An 
evaluation of the above theory proved that each dollar of foreign aid results an increase of one 
dollar in total saving and investment Rosenstein-Rodan (1961) and Heller (1975). However, 
Rahman (1968), Griffin and Enos (1970), and Weisskopf (1972) evaluation found that foreign 
aid increases consumption and harms saving and investment. Hudson and Horrell (1987) found 
similar result foreign aid and economic growth has no significant correlation. 
Extensive re-evaluation of the foreign aid influenced by Harror- Domar growth model 
which extends from 1945 to 1960s by Hansen and Tarp (2000) finally reached in to conclusion 
that the increase in saving is not proportional to the increase in foreign aid, the increase in saving 
and investment is much lower than the increase in foreign aid. 
The second aid growth was in 1970s and 1980s. Marshal plan for reconstruction of 
European countries showed tremendous improvement. However, developing countries did not 
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show expected economic and social progress despite the large transfer of foreign aid, therefore, 
the objective of foreign aid in 1970s, changed to welfare improvement (poverty reduction, rural 
development, and human capital development) (OECD 1984). The Solow growth Model was the 
famous model directing foreign aid during those times (Soediono, 1989). In 1980s aid was 
directed to overcome debt crisis through structural adjustment based on the Washington 
consensus, however, both the 1970s and 1980s aid effectiveness were not evaluated due to 
limited data availability (Easterly, 2003).
The third aid effectiveness literature can be classified since 1990s, it was directed by the 
neo classical and alternative development theories, and its main aim was to improve institutional 
capacities of developing countries, recovery of economic growth and poverty reduction (Engel, 
2010)
Many studies conducted during 1990s, for instance Boone (1995) studied the relationship 
of political regime and effectiveness of foreign aid. Boone, found that aid does not significantly 
increase investment and growth and does not improve the life standards of the poor measured by 
Human development indicators, instead it increases the size of the government. The finding also 
shows the impact of aid does not vary whether the recipient government is democratic or not. 
Burnside and Dollar (2000) triggered by Boone, studied the relationships between aid, 
economic policies and growth and found that aid can have a positive impact in countries with 
sound economic, monetary and fiscal policies. The finding of this studies created significant stir 
on the increase of aid debate and played a significant role in changing the aid allocation 
strategies of the donor countries and agencies. Many donor countries influenced by this study 
and started to direct their aid to countries with good economic, monetary and fiscal policies. 
Many studies tried to examine the findings of Burnside and Dollar. Collier (2001), collier and 
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Hoeffler (2004), Collier and Dollar (2002) reached similar conclusion that aid has positive effect 
if developing countries has sound economic, fiscal and monetary policy. However, studies by Lu 
and Rum (2001), Dalgaard and Hansen (2001), Ram (2004) and Easterly and Roodman (2003)
found that the result was negative when data was increased and new control was taken in to 
consideration. 
2.2) Foreign Aid and Human Development Index (HDI)
The relationships of aid and growth has been widely investigated for many decades, 
however, there is little consensus about the result of the findings. Because the finding has been 
ambiguous some study found that aid has positive effect on economic growth while the others 
found it has negative or no effect on economic growth. Therefore, the focus on aid and growth 
relationship is inappropriate, a condition for the encouragement of human well-being, including 
poverty decrease, is the most important and continued growth. Data availability on poverty is not 
adequate; hence few studies look the impact of ODA on poverty measures. Several studies
Gomanee, Morrissey, Mosely, and Verschoor (2005), Boone (1996), Kosack (2003), Feeny 
(2003) etc address the influence of the ODA on development and welfare, as measured by 
Human Development Index (HDI), literacy rate, infant mortality rates. These measures are 
highly related with the levels of poverty in developing countries and it is better than the GDP 
measures of poverty which do not consider the non monetary factors of being poor.
Therefore, it is important to consider measuring the relationship between aid and 
aggregate human well-being (HDI). Aid induced economic growth can positively contribute to 
Human development by increasing wages and increased private and public expenditures on 
health and education. 
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Human Development Index (HDI) is a composite measure of countries overall 
development (UNDP 2010). HDI can be measured by calculating geometric mean of educational 
achievement (minimum years of schooling and expected years of schooling index), health (life 
expectancy at birth index) and adjusted income (GNP per capital) (UNDP 2010). Many 
evolutions have been conducted to assess the effect of foreign aid on Human Development index.
By examining the impact of aid on changes in basic indicators of human development Boone 
(1996), suggest that aid effectiveness should not be measured by its impact on GDP growth. Aid 
might increase consumption rather than investment, which would explain that aid, can reduce 
poverty through either “higher consumption of the poor or greater provision of services to the 
poor. (Gomanee, Girma, & Morrissey, 2005) found that aid can improve human development 
index by increasing spending in public expenditures that increases welfare indicators. (Kosack, 
2003) looked the relationships between aid, democracy and HDI. Kosack found that aid does not 
have effect on human development index in aggregate, however aid can positively contribute the 
improvement in human development if it is combined with democracy and it has negative or 
ineffective result if given to Autocratic government. The result also recommends that aid would
be effective if it was given combined with democracy. (Feeny, 2003) studied the relationship of 
foreign aid and HDI in Papua New Guinea during the 1990s. Feeny found that aid has significant 
effect for budget support; however, the impact of aid on social impact is hard to find. (Mosley, 
Hudson, & Verschoor, 2004) and (Gomanee, Morrissey, Mosley, & Verschoor, 2003) by using 
cross country data found that aid financed pro-poor expenditures has significant positive effect 
on poverty reduction. (Satish, 2004) found that foreign direct investment, domestic investment 
and GDP per capita have positive contribution on Human Development Index. (Yontcheva & 
Masud, 2005) IMF study on the other hand concluded that NGO aid has more effect on Human 
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Development Indicators than Official Development Assistance especially by contributing to the 
reduction of infant mortality. (Fielding, McGillivray, & Torres, 2007) examined the impact of 
aid on human development indicators of health, education and fertility and they concluded that 
aid has positively contributed to human development indicators. 
From the literature this study concludes that the impact of aid on growth as well as on 
Human Development Index is not certain. However, it is generally understood that aid affects 
economic growth and obviously it affects human development index either directly or indirectly.
2.3) Official Development Assistance and Human Development Index in Africa 
Only few researchers tried to look the impact of foreign aid in Africa alone. Asiama and 
Quartey (2009) stated that the effect of foreign aid on the welfare effect of 39 Sub Saharan 
African countries found that an aggregate aid does not have any contribution on the improvement 
of the welfare indicators. However, sector specific or program/project aid has significant effect 
on the improvement of Human Development Index in the Sub Saharan Countries. Another recent 
study using the panel data in Sub Saharan African countries concludes that the effect of aid is 
generally ambiguous except it has small increase in life expectancy at birth (Gillanders, 2010).
However, the effect was positive and unambiguous in countries which have good institutional set 
up and democracy 
As stated above Many studies Asiama and Quartey (2009), (Gillanders, 2010),  Kwane 
and Jonson (1992) etc conducted on the impact of ODA on human development index in Africa 
and the result shows insignificant or ambiguous. Therefore, this paper reinvestigates the impact 
of Official Development Assistance (ODA) on Human Development Index (HDI) in Sub 
Saharan African. Previous studies used different social welfare indicators to measure human 
development such as literacy rate, infant mortality, life expectancy etc. For instance Kwane and 
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Jonson (1992) set their model based on Mirsha and Newhouse model (1992) that consists five 
main determinants of infant mortality:  socio-economic factors, medical factors, political factors, 
demographic factors and environmental factors. Only few researchers studied the indirect impact 
of ODA on HDI, for example (Rahman, 2014) used ODA, child mortality, carbon dioxide 
emissions, inflation, mobile cellular subscription and consumption expenditure as independent 
variables to measure HDI improvement in India and Bangladesh. However, this paper uses the 
HDI as a general indicator of development instead of using single indicator of HDI. 
2.4) Research questions: 
The research question that responds to the research problem is as follows
“Does Official Development Assistance positively contributed to Human Development 
Index in Sub Saharan African Region?”
The remaining sub questions are as follows:
“Does Net GDP positively contributed to HDI in Sub Saharan African Region?”
“Does Population Growth Annual has significant Negative impact on HDI”
“Does Inflation have significant Negative impact on HDI?”
“Does Institutions have significant positive effect on HDI?”
“Does Expenditure on Education and Health have significant positive effect on HDI?”
“Do CO2 emissions have significant Negative effect on HDI?”
“Does Military Expenditure has significant Negative effect on HDI?”
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“Do Personal remittances have significant positive effect on HDI?”
“Does FDI have significant positive effect on HDI?”
Chapter 3: Hypothesis Development
 
The following hypothesis is developed based on the research questions. This study main 
concern is to test the impact of ODA on HDI in Sub Saharan African region. However, this study
also further investigates the impact of the other controlled variables on the HDI. In this study 
Human development index (HDI) is the dependent variable, while Official Development 
Assistance (ODA) is the independent variable. Other variables such as Log GDP total,
population growth annual, inflation annual, Log total annual expenditure on education and health,
CO2 emissions, Military expenditure as percentage of GDP, personal remittance as percentage of 
GDP, Log total foreign direct investment, personal remittances as percentage of GDP and 
average CPIA (institutional improvement) are controlled independent variables that might have 
an impact on HDI. This study used logarithm form for some variables because the data for some 
variables is large. Large data can make the result of OLS difficult to interpret. In order to 
compress the data the study used logarithm in order to compress large data so as it would be easy 
to interpret the result.
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3.1) Dependent Variable
3.1.1) Human Development Index: Human Development Index was developed by the 
Pakistani Economist Mahbub Ul Hag working alongside with Amartya Sen (UNDP, 2010).
Human Development Index is a composite measure of three index which the first is education 
measured by proxies of mean years of schooling and expected years of schooling, the second is 
Health index which uses proxy of expected life expectancy and the last is life standards which is 
measured by the proxy of adjusted real income (UNDP, 2010). According to UNDP HDI ranks 
countries in to four categories (UNDP, 2016). Countries that achieved HDI value above 0.8 
represents a country with very high human development, countries that fall in high HDI value 
ranges from 0.7 to 0.794, the medium human development rank ranges from 0.5 to 0.8 HDI level.
And low human development ranges from 0.0 to 0.5 HDI value (HDI, 2016).
3.2) Independent Variables
3.2.1) Effects of ODA on HDI:
“Official development assistance (ODA) is defined as government aid designed to 
promote the economic development and welfare of developing countries. Loans and credits for 
military purposes are excluded. Aid may be provided bilaterally, from donor to recipient, or 
channeled through a multilateral development agency such as the United Nations or the World 
Bank (OECD 2014). An increase in ODA if it is utilized efficiently is expected to influence 
positively either the three dimensions of HDI or single indicator of HDI, for example an increase 
in ODA might decrease infant mortality, increase life expectancy, increase school enrollment etc. 
This study hypothesized that ODA has positive significant effect on HDI. 
H1:  log ODA has significant positive impact on HDI in Sub Saharan African
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3.3) Control Variables.
3.3.1) Effects of GDP per capital Annual growth on HDI
Ranis, Stewart, and Ramires (2000) suggested the presence of a two-way relationship 
between economic growth and human development, implying that nations / states may enter 
either into a vicious cycle of low growth and low HD improvement or a virtuous cycle of high 
growth and high HDI. Khodabakhshi (2011) studied the effect of GDP on HDI in India and
found that per capita gross domestic production index in the Indian economy has had good 
growth but the impact on other indicators of human development index is very low even on some 
indicators such as life expectancy has been ineffective. A cross sectional study that examines the 
relationship of GDP and HDI found positive relationship between GDP and HDI in low income 
countries (Deb, 2015). However, an important concern is which one should first be improved 
most economists argue that both economic growth and HDI should be improved simultaneously
however human development should be given sequential priority (Ramirez, Ranis, & Stewart, 
1997). This study hypothesized that GDP has positive significant effect on HDI. 
H2:  Log GDP has significant positive impact on HDI
3.3.2) Effects of Population Growth Annual on HDI
The low level of Human development Index (HDI) in African's countries has been 
affected by high population growth rate and  statistics show that African countries are in low 
level of HDI ranking because they have high level of population growth (Haghshenas, Sayyadi, 
Taherianfard, & Salehi, 2007). In contrast in the other regions that have high HDI ranking, 
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annual population growth is low. Bawa (2006) studied the relationships of population growth, 
HDI and deforestation and found that countries with high population growth has low levels of 
HDI and high deforestation while countries with low population growth experienced high levels 
of HDI and low deforestation. Population growth has a negative influence on the health 
conditions of the population especially when there are no enough sanitation facilities and 
increases disease transmission. Population density might also affect quality of education 
negatively (Gbesemete & Jonsson 1993). This thesis uses population growth annual as 
percentage increase of population on yearly basis. Therefore, an increase in population growth is 
expected to have a negative effect on HDI (World Bank 2015). Because, fast population growth 
could deteriorate, the health conditions of the society by aggravating the sanitation and education 
quality. This study hypothesized that population growth annual has negative significant effect on
HDI. 
H3:   Population Growth Annual has significant Negative impact on HDI
3.3.3) Effects of Inflation on HDI
Inflation as many people used to call number one enemy of the society has a significant 
negative effect on the standards of lives. (Osiakwan and Armah, 2013) studied the relationships 
of inflation, economic growth and standards of living in Ghana and they found negative 
relationship between inflation and standards of living both in the short run and long run. (Pozzi, 
2003) explore the effect of inflation rate on human capital formation in 93 countries over the 
period from 1975-1995 and the empirical results reveals that uprising inflation fundamentally 
accelerates human capital, however, a strong negative impact can be seen only when the inflation 
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rates are very high above 15%. An increase in prices of consumer goods have negative impact on 
overall expenditure of the people by reducing the purchasing power of the money and thereby 
reduces expenditures on health, education and other basic necessities. Thus, an increase in price 
of basic necessities is expected to have a negative effect on the HDI. This study hypothesized 
that inflation has negative significant effects on HDI. 
H4:  Inflation has significant Negative impact on HDI
3.3.4) Effects of Institutions on HDI
In order to measure the impact of institution on HDI, this paper looks the country’s policy 
and institutional assessment (CPIA) of accountability, transparency and corruption of countries 
in public sector. Many studies tried to look the effect of good institutions to economic growth 
and human development. (Vollmer & Ziegler, 2009) looked the relationships of political 
institutions and human development measured by life expectancy and literacy rates and they 
found that democracy positively affects human development. Moreover, democracy leads to 
more distribution of wealth (Vollmer & Ziegler, 2009). Countries which have high rate of CPIA 
index are expected to have positively contributed to HDI value. (Kudamatsu 2006, Ruiz 2004, 
Tsai, 2006) found a positive relationship between institutions and human development. Whereas 
(Ross, 2006) found the influence of democracy on human development is low. This study 
hypothesized that institutions has positive significant effect on HDI.
H5: Institutions have significant positive effect on HDI
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3.3.5) Effects of Expenditure on Education and Health on HDI
This study uses the total expenditure on education and health. (Razmi, Abbasian, & 
Mohammadi, 2012) looked the impact of expenditure on health on human development index 
(HDI) and they concluded that expenditure on health have positive significant relationships with 
HDI. (Iheoma, 2014) also looked the relationship of public expenditure measured by expenditure
on education and human development index and found that expenditure on education has 
significant positive effect only on tertiary level of education. A panel data study on the relation 
of expenditure on health and education in Nigeria also found that expenditure on education and 
health positively contributed to human development index (HDI) (Edeme, 2014). An increase in 
education and health expenditure is expected to improve the wellbeing’s of a society. Education 
and health is the main dimension of HDI which means this paper predicts an increase in 
government’s expenditure on these two dimensions is expected to contribute positively to HDI.
This study hypothesized that expenditure on education and health has positive significant effect 
on HDI.
H6: Log Expenditure on Education and Health significant positive effect on HDI
3.3.6) Effects of Military Expenditure on HDI 
“Military expenditure (as a % of GDP) is defined as all current and capital expenditures 
on the armed forces, including peacekeeping forces, defense ministries and other government 
agencies engaged in defense projects and paramilitary forces” (World Bank, 2001). This paper 
uses country’s Military expenditure as percentage of GDP to measure its impact on HDI. 
Military expenditure generally associated with negative side effect of society’s wellbeing’s. The 
United Nation's Human Development Report 1991 (United Nations, 1991) asserts that "high 
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levels of human development tend to be achieved within the framework of high levels of human 
freedom." It is estimated that countries that spend high amount of their budget on Military 
Service can have negative effect on the wellbeing of their society by diverting the benefits which 
is supposed to be delivered to social services. This study hypothesized that military expenditure 
has negative significant effect on HDI.
H7: Military Expenditure has significant Negative effect on HDI 
3.3.7) Effects of CO2 emissions (kg per 2011 PPP $ of GDP) on HDI:
“Carbon dioxide emissions are those stemming from the burning of fossil fuels and the 
manufacture of cement, these include carbon dioxide produced during consumption of solid, 
liquid, and gas fuels and gas flaring (World Bank., 2001). Carbon dioxide (CO2) is a major 
greenhouse gas emitted through human activities resulting from energy use (World Bank., 2001).
Carbon dioxide emissions have negative effect on the human health. Study conducted in OECD 
countries shows the use of coal, gas, electricity, and oil consumption significantly negatively 
affects the human health (Eurasian Economic Review., 2015). Therefore, CO2 emissions are 
expected to affect to the HDI negatively. This paper uses the amount of CO2 emissions that is 
produced by a country divided by GDP PPP annual in 2011. This study hypothesized that CO2 
emissions have negative significant effect on HDI.
H8: CO2 emissions have significant Negative effect on HDI
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3.3.8) Effects of Personal remittances on HDI 
Remittances characterized as merchandise or monetary instruments exchanged by 
migrant living and working abroad to occupants of the home economies of the transients and it is 
restricted to exchanges made by laborers that had remained in remote economies for no less than 
one year while exchanges from transients that are independently employed are avoided (IMF., 
2005). Many researchers’ studied the effect of remittances on poverty; Englama (2009) clarified 
that remittances influence poverty levels and household incomes through two distinct channels, 
to begin with, the immediate divert in which remittances act like money exchanges and families 
can straightforwardly spend the cash on destitution decreasing exercises, second, the large scale 
direct in which settlements act as full scale stabilizer in the economy by giving foreign exchange 
that can prompt capital development and expanded business. In any case, it is likewise contended 
that the economy at large scale level can likewise endure as loss of work supply in which 
tremendous measure of human capital is implanted; this is alluded to as "brain drain" speculation 
(Cervantes, Guellec, Dominique 2002). Nevertheless, costs related to with “brain drain” might 
not be very high due to prevailing high unemployment/underemployment rates and low levels of 
skill acquisitions in developing countries (Khan, 2008). According to African Development 
Review (2013), remittances flows into Sub Saharan Africa are attracting increasing attention 
because of their rising volume and their impact on recipient countries. However, there is 
relatively less rewarding contribution concerning the impact of government driven in fighting 
against the number one problem of Sub Saharan Africa countries – which is poverty. Another 
study conducted by (Amakom & Iheoma, 2014) in Sub Saharan African countries finding reveal 
that remittances impact positively and significantly on health and education outcomes Sub 
Saharan Countries and for every 10 per cent increase in remittances, primary education outcome 
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increases on the average by 4.2 per cent, secondary education outcomes increases by 8.8 per cent, 
and health outcome by 1.2 per cent. Remittances have been proven the most stable source of 
foreign currencies to developing countries (World Bank 2012). In 2012, for the first time, 
remittances became the largest external financial source to developing countries, ahead of 
Foreign Direct Investment and Official Development Assistance (World Bank 2012) and 
officially recorded remittance flows to developing countries increased by 6.3 percent and 
reached $414 billion in 2013. The paper uses personal remittances as the percentage of GDP 
annual to measure its impact on HDI. Personal remittances are expected to contribute positively 
for the wellbeing of the society by improving expenses on education, health and consumption of 
basic necessities. This study hypothesized that personal remittances have positive significant 
effect on HDI.
H9: Personal remittances have significant positive effect on HDI
3.3.9) Effects of Foreign direct investment (FDI) on HDI:
Many researchers looked the effect of foreign direct investment (FDI) on human 
development index (HDI). (Sharma & Gani, 2004) assesses the impact of FDI on human 
development (measured by the human development index) for low and middle income countries 
for the period of 1975-1999 and they found positive relationships both in developed and middle 
income countries. On the contrary a study by (Ndeffo, 2010) analyzes the effect of FDI on 
human capital development in a panel of 32 Sub-Saharan African countries for the period from 
1980-2005 for full time education in primary and in secondary school. However, panel data 
regression results are statistically insignificant; it implies that FDI inflows led towards Sub-
The Impact of Official Development Assistance (ODA) on Human Development Index (HDI) 29 
Saharan Africa countries yet remain unsatisfactory; however, domestic investment has 
significantly positive impacts on human development (Ndeffo, 2010. The paper uses the FDI 
inflows as percentage of GDP annual to measure the impact of FDI on HDI in the East African 
region. This study predicts that an increase in FDI inflow will have positive impact on HDI, by 
improving the employment and investment condition in a country. This study hypothesized that 
foreign direct investment has positive significant effect on HDI
H10: Log FDI has significant positive effect on HDI
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Chapter 4: Methodology
 
As stated above the purpose of this paper is to examine the impact of Official 
Development Assistance (ODA) on Human Development Index (HDI). This will be done 
empirically through ordinary least squares. 
In this model Official Development Assistance (ODA), Gross Domestic Product (GDP), 
average expenditure on education and health and foreign direct investment (FDI) is lagged. ODA 
is lagged by two years while the other three variables are lagged by one year. The justification 
for lagging ODA by one year is that aid given to developing countries will not have an impact 
over Human Development Index (HDI) in the same year. This means ODA should at least need 
two year to have an impact on HDI. The effect of foreign aid is not immediate because it needs 
time to improve the health level, education level life standards (Clemes, 2003). Similarly, Gross 
Domestic Product (GDP), average expenditure on education and health and foreign direct 
investment (FDI) are lagged by one year because their effects cannot be captured within the 
same year. All of the three variables need some time in order to influence the HDI. The reason 
why the number of years lagged for ODA is longer is, because it takes longer time to see the 
impact of the influence on health, education and quality of life. In this study HDI is the 
dependent variable, while ODA is independent variables and the remaining variables are the 
controlled variables. This paper will use simple OLS model to run three main regressions. The 
first model will simply looks at the effect of foreign aid on Human Development Index (HDI) 
without any controls. The second model is a simple regression that looks the effect of core 
determinants of the Human Development Index (HDI) on Human Development index (HDI) by 
excluding the Official Development Assistance. In the third model looks the effect of all 
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dependent variables including Official Development Assistance to test the indirect impact of 
ODA on Human Development Index (HDI).
Official Development Assistance can be endogenous, because there are various factors 
within the model that are correlated with the Official Development Assistance. Donors might 
have different objectives when they give assistance, for instance, some donors might have 
strategic interest, former colony of the donor country, assistance for trade, which makes difficult 
to measure that are correlated with ODA. In fact the above factors could potentially determine 
the amount of ODA that a country receives. In order to control for this problem endogenity,
Gomanee, Morrissey, Mosley, and Verschoor (2005) lag the aid term one period so that aid from 
the previous period is employed to predict current HDI. Similarly in order to control the problem 
of endogeneity, in this paper Official Development Assistance (ODA) is lagged by two year.
Because it takes time to see the changes in the welfare effect due to foreign aid.
4.1) Model
HDIit=B0+B1LogODAt-2+B2LogGDPt-1+POPit++INFit+LogEXEHt-
1+CO2it+MEXit+INSit + PREMit+ LogFDIt-1 + it
Where i denote the specific country and t denotes time
HDIit: Human Development Index
LogODAt-2: Log total Official Development Assistance (ODA) lagged by two years
i: Country fixed effects and t: Time fixed effects
ODA, GDP and expenditure on education and health is converted in to logarithmic form, 
due to huge data (in millions) which makes the result of OLS difficult to interpret. Therefore, this 
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study used logarithm of ODA, GDP and EXEH to compress large scale data so as it would be
easy to interpret the result of the regression.
Log Gross Domestic Product total (GDP) lagged by one year
Population Growth Annual
Inflation Annual
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Table 1 - Dependent and Independent Variables (World Bank 2001, UNDP 2000,
& OECD 2011)
Variable Definition Source Expected 
sign 
HDI – Human 
Development 
Index








“Net official development assistance (ODA) consists of 
disbursements of loans made on concessional terms (net of 
repayments of principal) and grants by official agencies of the 
members of the Development Assistance Committee (DAC), by 
multilateral institutions, and by non-DAC countries to promote 
economic development and welfare in countries and territories in 
the DAC list of ODA recipients. It includes loans with a grant 
element of at least 25 percent (calculated at a rate of discount of 10 




Total GDP Annual “GDP at purchaser's prices is the sum of gross value added by all 
resident producers in the economy plus any product taxes and minus 
any subsidies not included in the value of the products. It is 
calculated without making deductions for depreciation of fabricated 
assets or for depletion and degradation of natural resources. Data 
are in current U.S. dollars. Dollar figures for GDP are converted 
from domestic currencies using single year official exchange rates. 
For a few countries where the official exchange rate does not reflect 
the rate effectively applied to actual foreign exchange transactions, 




“Annual population growth rate for year t is the exponential rate of 
growth of midyear population from year t-1 to t, expressed as a 
percentage. Population is based on the de facto definition of 
population, which counts all residents regardless of legal status or 
citizenship” (world Bank 2001).
World Bank Positive
Inflation Annual “Inflation as measured by the consumer price index reflects the World Bank Negative
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annual percentage change in the cost to the average consumer of 
acquiring a basket of goods and services that may be fixed or 
changed at specified intervals, such as yearly. The Laspeyres 









Military expenditures data from SIPRI are derived from the NATO 
definition, which includes all current and capital expenditures on the 
armed forces, including peacekeeping forces; defense ministries and 
other government agencies engaged in defense projects; 
paramilitary forces, if these are judged to be trained and equipped 
for military operations; and military space activities. Such 
expenditures include military and civil personnel, including 
retirement pensions of military personnel and social services for 
personnel; operation and maintenance; procurement; military 
research and development; and military aid (in the military 
expenditures of the donor country). Excluded are civil defense and
current expenditures for previous military activities, such as for 
veterans' benefits, demobilization, conversion, and destruction of 
weapons. This definition cannot be applied for all countries, 
however, since that would require much more detailed information 
than is available about what is included in military budgets and off-
budget military expenditure items. (For example, military budgets 
might or might not cover civil defense, reserves and auxiliary 
forces, police and paramilitary forces, dual-purpose forces such as 
military and civilian police, military grants in kind, pensions for 
military personnel, and social security contributions paid by one 
part of government to another” (World Bank 2001).
World Bank Negative
CO2 emissions “Carbon dioxide emissions are those stemming from the burning of 
fossil fuels and the manufacture of cement. They include carbon 
dioxide produced during consumption of solid, liquid, and gas fuels 




“Personal remittances comprise personal transfers and 
compensation of employees. Personal transfers consist of all current 
World Bank Positive
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transfers in cash or in kind made or received by resident households 
to or from nonresident households. Personal transfers thus include 
all current transfers between resident and nonresident individuals. 
Compensation of employees refers to the income of border, 
seasonal, and other short-term workers who are employed in an 
economy where they are not resident and of residents employed by 
nonresident entities. Data are the sum of two items defined in the 
sixth edition of the IMF's Balance of Payments Manual: personal 




“Foreign direct investment refers to direct investment equity flows 
in an economy. It is the sum of equity capital, reinvestment of 
earnings, and other capital. Direct investment is a category of cross-
border investment associated with a resident in one economy having 
control or a significant degree of influence on the management of an 
enterprise that is resident in another economy. Ownership of 10 
percent or more of the ordinary shares of voting stock is the 
criterion for determining the existence of a direct investment 
relationship. This series shows net outflows of investment from the 
reporting economy to the rest of the world. Data are in current U.S. 
dollar” (World Bank 2001).
World Bank Negative
Institutions “Transparency, accountability, and corruption in the public sector 
assess the extent to which the executive can be held accountable for 
its use of funds and for the results of its actions by the electorate and 
by the legislature and judiciary, and the extent to which public 
employees within the executive are required to account for 
administrative decisions, use of resources, and results obtained. The 
three main dimensions assessed here are the accountability of the 
executive to oversight institutions and of public employees for their 
performance, access of civil society to information on public affairs, 
and state capture by narrow vested interests” (World Bank 2001).
World Bank, Positive
4.2) Data
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The data used for this study obtained from a variety of sources, HDI values are obtained 
from the United Nations Development Program, Human Development report, and however, the 
HDI value for some developing countries is difficult to obtain due to missing data. Moreover, the 
precise HDI value publication for each year started in 2010, in order to obtain HDI value before 
the year 2010, the Author calculates HDI value by using the HDI formula by extracting data 
from the UNDP Human Development report program. 
Net Official Development Assistance (ODA) data obtained from the World Bank world
Development Indicators, which lists yearly in current US dollars. Net official Development 
Assistance consists of concessional loans, grants to promote economic development and welfare 
(World Bank 2007). This paper used Net official development assistance as percentage of GNI 
per capital of the recipient countries.  
The data for the remaining independent variables are extracted from the World Bank 
database.
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Chapter 5: Data Analysis and Results
 
5.1) Descriptive Statistics 
The descriptive statistics in table 1 shows the mean, standard deviation, minimum and 
maximum values for the main dependent variable HDI and for the main independent variable 
ODA and the controlled variables included in the empirical model. The Mean and standard 
deviation for all variables in the study is normal.
Table 2 Descriptive Statistics on HDI, ODA and core determinants of HDI
Variable Obs Mean Std. Dev. Min                    Max
HDI 613 .4783942 .1249306 .0211715 .865
ODA 675 6.81e+08 9.00e+08 -1.41e+07 1.14e+10
GDP 671 2.14e+10 6.03e+10 7.22e+07 5.68e+11
Population 672 2.484763 .8596547 -2.628656 5.598072
Inflation 
Annual Growth    645 51.12756 962.3442 -35.83668 24411.03
CPIA(Institution) 365     2.763014 .6593593 1 4.5
Education/health  675     5.680515 4.726657 .0223518 20.4138
Military Expenditure 557 1.916702 2.303726 .142725 32.65567
Co2 Emissions 624 .1586136 .1381536 .0168056 .9001176
Personal Remittances 558 3.914126 6.975372 0 53.82586
FDI               668 5.219493 8.684587 -5.977515 89.47596
Source: World Bank, United Nations Development Program
Notes: This descriptive statistics is for Sub Saharan African countries for the period of 2000 to 2014.
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5.2) Scatter Diagram 
Graph 1 shows the relationship of Official Development Assistance (ODA) and Human 
Development Index (HDI) in Sub Saharan African countries. The graph indicates that ODA and 
HDI have negative relationships. According to the graph ODA negatively affects HDI. The study 
used log ODA in order to respond the skewness of large values. Logarithms allow to work with 
large range of numbers and thereby to see a better overall trend. Since ODA especially for some 
countries has large value, in order to respond the unnecessary regression result this study used 
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5.3) Data Analysis 
Table 2 shows the final result of the paper’s data analysis. In this statistical data analysis 
the study uses three models with HDI as dependent variables. Model 1 is simple OLS model that 
shows the impact of ODA on HDI only. Model 2 is also simple OLS regressions that measures 
the impact of all determinants of HDI included in the model excluding ODA on HDI. Model 3 
similarly measures the impact of all determinants by including the ODA on the regression 
analysis of OLS. The number of observations in all the models is similar except in the first 
Model. 
The sample size for this study consists of 676 observations, however, due to missing data 
both in the dependent and independent variables the number of observations is reduced to 228.
Model 1 looks simply the reduced OLS regression form of the general impact of ODA on 
HDI. The result shows that the coefficient of ODA is negative and statistically significant, at the 
0.01 significance level. The direction on the coefficient implies that ODA has negative effect on 
HDI. This illustrates that an increase in ODA by 1% reduces HDI value by 0.012percent. The 
magnitude of the ODA coefficient is very small, however, since HDI value ranges from 0.00 to 
1.00 we can conclude that ODA has negative impact on HDI holding other variables constant. 
This model however, is a reduced form model is not fully specified, it does not control the 
various variables that affect HDI values and the results might be based by endogeniety. The R2
for this model is very small only 4% of the variation on HDI can be explained by ODA.
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Log ODAt-2 -0.0121*** -0.00330
(0.00358) (0.00899)
Log GDPt-1 0.0175*** 0.0187***
(0.00543) (0.00638)




Log FDIt-1 0.00770 0.00756
(0.00533) (0.00536)
Population Growth Annual -0.0464*** -0.0451***
(0.0118) (0.0123)
Inflation Consumer Prices Annual -0.000337 -0.000277
(0.000926) (0.000942)
CPIA (Institutional measures) 0.0320*** 0.0331***
(0.0119) (0.0123)
Military Expenditure % of GDP -0.0268** -0.0275**
(0.0106) (0.0108)
Co2 Emissions -0.224** -0.218**
(0.100) (0.102)
Personal remittances received % GDP 0.00368** 0.00353**
(0.00146) (0.00151)
Constant 0.715*** 0.146 0.179
(0.0701) (0.143) (0.170)
Observations 611 228 228
R-squared 0.019 0.311 0.312
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Model 2 is a simple linear regression that looks the core determinants of Human 
Development Index on HDI. The variables for this model are Net GDP, population growth 
annual, inflation annual, expenditure on education and health, military expenditure as percentage 
of GDP, Co2 emissions, personal remittances as percentage of GDP, institutions and FDI inflows.
Log net GDP, Population growth, Annual Military Expenditure % GDP, Inflation Annual, CO2 
Emissions, Personal Remittances % GDP, institutions (CPIA) and log FDI has the expected signs.
However log expenditure on education and health, inflation and institutional (CPIA)
improvement is not statistically significant.
Six variables are statistically significant, among which the first one is log GDP has 
positive coefficient and statistically significant at 0.01 significance level. A 1% increase in GDP 
improves HDI level by 0.0175 percent. This tells us GDP has really a positive impact on the life 
of the people by improving the education level, health level and income. The second variable 
which is statistically significant at 0.01 significance level with negative coefficient is population 
growth annual. A 1% increase in population reduces HDI values by 0.0464 percent. The result 
shows significant because an increase in number of population might affect HDI negatively by 
reducing the quality of services in health and education. The third variable which is statistically 
significant with positive coefficient is institutions. It is statistically significant at 0.01
significance level. The positive coefficient shows us a 1% increase in institutions (CPIA) 
improves HDI level by 0.0320 percent. In this model the regression result found that institution 
has positive impact on HDI. The fourth variable Military expenditure as percentage of GDP is 
statistically significant 0.05% and has negative effect on HDI. A 1% increase in Military 
expenditure reduces HDI level by 0.0268 percent. Military expenditure exacerbates health and 
education condition of a country by directing the country’s expenditure on education and health
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towards military expenditure. The fifth variable which is found statistically significant at 0.05 
significance level is CO2 emissions. The finding shows negative coefficient that means a 1% 
increase in CO2 emissions reduces HDI level by   0.224 percent. The sixth variable in this model 
which is found to be significant is personal remittances and it is positively statistically significant 
at 0.05 significance level. Personal remittances have a positive impact on HDI and a 1% increase 
in personal remittances increases HDI level by about 0.00368 percent.
Model 3 runs the same regression analysis with model 2 however it incorporates ODA in 
the model which is the main independent variables of interest in this paper. The regression result 
shows four variables are statistically insignificant. These are ODA, expenditure on education and 
health, FDI and Inflation. The coefficient on the ODA is negative and statistically insignificant. 
The result shows a 1% increase on ODA decreases HDI by 0.00330 percent. Therefore, the main 
variable of this paper found to be insignificant, this implies in Sub Saharan African Region an 
increase in ODA has negative impact during the period of year 2000 to 2014 but its impact is not 
worrisome since it is statistically insignificant. The regression result shows GDP, Population 
growth annual, institutions, military expenditure, CO2 emissions and personal remittances are 
statistically significant. GDP is statistically significant at 0.01 significance level and affects HDI 
positively. The result illustrates a 1% increase in GDP increases HDI level by 0.0187 percent. In 
Model 2 and Model 3 GDP is found to be significant and affects HDI positively hence, we can 
conclude that GDP has more effect on HDI than ODA. Population growth annual is also 
significant at 0.01 significance level with negative coefficient. The result can be interpreted as a 
1% population growth reduces HDI level by 0.0451 percent. Institution (CPIA) has found to be 
significant at 0.01 significance level. Institution has positive impact on HDI as expected. A 1% 
increase in institutional (CPIA) enlarges HDI level by 0.0331. One of significant variable in this 
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model is military expenditure at the 0.05 significance level.  Military expenditure has negative 
impact on HDI, with an impact of 0.0275. A 1% increases in military expenditure leads a 0.0275
percentage decrease in HDI level. The other variable which is significant when ODA is included 
in the model is CO2 emissions at the 0.05 significance level. CO2 emissions has negative 
coefficient and can be explained that a 1% increase in CO2 emissions increase HDI level by 
0.218 percent. 
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Chapter 6: Conclusion and Policy Recommendation
 
As mentioned in chapter five, model 1 shows the simple reduced form regression that 
looks the aggregate effect of ODA on HDI. The result shows ODA has significant negative effect 
at 0.01 significance level, this means the aggregate effect of ODA actually reduces HDI level. 
However, the simple reduced-form model is not fully specified – that is, it does not control for 
the various factors that theory holds will affect infant mortality and also the results may also be 
driven by endogeniety. In model 2 looks the effect of the core determinants of HDI on HDI. Log 
GDP, population growth, CPIA index, CO2 emissions, Military expenditure and personal 
remittances found to be statistically significant. Similarly all the variables which are significant 
in model 2 found to be significant in model 3. 
Therefore, since Model 3 includes all the independent and controlled variables, this study 
summarizes its findings based on the results of model 3. 
The finding of this study rejected the hypothesis that ODA has positive significant effect 
on HDI. From this paper, we can conclude that ODA in Sub Saharan African region has no 
impact on HDI. Therefore, this paper adds to the conflicting literature that ODA has no impact 
on HDI. Many reasons might contribute for ODA to have insignificant positive impact. Some of 
the main reasons might be corruption, conflict, weak institutions, lack of technical capacities etc. 
Corruption is expected to be the main obstacle for the development of the Sub Saharan African 
countries. Corruption is a symptom and result of institutional weaknesses and has tremendous 
negative effect on economic growth and human development. According to the World Bank 
corruption is the “the single greatest obstacle to economic and social development, it undermines 
development by distorting the rule of law and weakening the institutional foundation on which 
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economic growth depends” world bank (2013). Sub Saharan African Countries has high 
corruption index. Corruption affects negatively the human development by diverting the ODA to 
other unnecessary expenses. The dissatisfaction of citizens with the government corruption in 
some Sub Saharan African has reflected in their voting polls such as South Africa, Gambia, 
Democratic republic of Congo etc. Hence, both donors and recipient countries should target to 
reduce corruption so as ODA could have potential impact on HDI.
Conflict in Sub Saharan African is also one of the main issues affecting the improvement 
of the quality of life. Conflict in Eastern Africa such as Sudan, Somalia, Burundi conflict in 
Central Africa such as Democratic Republic of Congo and conflict in Western Africa such as 
Nigeria, Mali and Chad etc affect the quality of lives negatively. The research findings show that 
Military expenditure negatively affects the HDI. This means Sub Saharan African spends high 
amount of their expenditures for Military purpose mainly due to high level of conflict in the 
region. High Military expenditure reduces the level of HDI; therefore, governments should cut 
military spending. Though maintaining the strength of the Military is important, unnecessary 
expenditures should be cut in order to direct the fund to words education and health. Spending 
huge amount of budget on Military while most of the people are suffering is not justifiable and 
affects the development of the country negatively. 
The result of this study accepts the hypothesis that GDP has significant positive impact 
on HDI. Since GDP contribution on HDI in the Sub Saharan African Countries has significant 
effect, policies that are relevant to increase GDP should be implemented. Sub Saharan African 
Countries should improve their institutions to increase their revenues from taxes. Sub Saharan 
African countries earn low revenues from tax collection. The main reason for lower tax 
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collection is due to lower technical capacities. Therefore, donor countries should engage in 
providing technical support such as offering scholarships and workshops on how to make 
efficient tax collection and strong institutions.
Population growth has negative significant effect on HDI. Population growth affects the 
public provision of services such as education and health. Therefore, population growth has to be 
reduced since the provision of services is not enough. Population growth has positive 
contribution in some countries by increasing the productivity of the country; however, in Sub 
Saharan African the population growth does not have positive contribution. 
The result of the regression illustrates also institutional (CPIA) has significant positive 
impact on HDI. However, more work is needed to improve the level of institutions. As noted 
above the causes that make the ODA, ineffective is mainly due to weak institutions. Corruption, 
conflict and inadequate human capacity are probably the result of weak institutions in Sub 
Saharan African. Burnside and Dollar noted ODA works with countries that have sound 
institutions. It has been noted that democratic countries has efficient distribution of health and 
education provisions. Therefore, this study recommends Sub Saharan African mainly needs to 
improve the institutional capacities in order to improve the human development index. More 
over Sub Saharan African countries has lack of technical capacities to improve the institutions 
(CPIA). Therefore, both aid recipients and donors should work together to improve institutions 
(CPIA) so as aid would have positive impact on HDI. Aid recipient countries should work to 
improve their weak institutions. Donors should give incentives for recipient countries to lower 
corruption and improve institutions. Donors once recipient countries lower corruption and 
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implement good trade, fiscal and monetary policies could then reward with an increasing amount 
of aid. 
CO2 emissions have negative significant effect on HDI. CO2 emissions affect the health 
index negatively by deteriorating the health conditions of the society. Hence, Sub Saharan 
African countries should develop policies that reduce the use of emissions. 
Sub Saharan African should work hard also to improve the administration of remittances 
inflows. Remittances has a tremendous positive effect on human development index (HDI), it 
has a direct impact because it increases households expenditure on education, health and 
consumption.  At micro level remittances is a source of foreign exchange. Hence, developing 
countries should make a favorable policy to reduce the cost of remittances inflows that has a 
direct impact on improving the lives of poor families. This may be achieved by setting strong 
financial institutions and banking system to reduce the informal inflow of remittances.
In conclusion human development should be a focus for Sub Saharan Countries and 
donors. Therefore, policies that have significant effect on human development should be 
implemented. Policies that increase or decrease economic growth would not have great impact if 
countries left aside, policies that promote the human development. Sub Saharan African 
Countries should stress to educate their citizens and providing basic services. Regardless of the 
rise and fall of the economic growth, if countries have healthy, happy and educated people, they 
can have a lasting influence on the future of their country. 
6.1) Limitation of the study and future study
Due to the non availability of data especially for Human Development Index (HDI), data 
used for this study is for the period of 2000 to 2014, therefore this has limited the study for 
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analyzing for lengthy period of time. The majority of Sub Sahara Africa does not have enough 
capacity to prepare adequate data on time as a result data for some countries such as Somalia, 
South Sudan and Togo has not been considered for this study. Hence, in this study missing data 
was the main problem that caused the number of the observation to reduce from 675 to 228. 
Moreover, this data used quantitative method of study which is very restrictive, however, to 
some point qualitative study is also important to make general understandings. There might be 
some relevant factors that affects the HDI either positively or negatively or none. However, the 
discussion of the other variables is not covered in this study. Therefore, future research may be 
interested to find the relevant variables that affect HDI and their impact on HDI. 
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